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Blue Cross and Blue Shield of Florida (BCBSF) is the state's oldest and lar.
* BCBSF is organized and licensed as a mutual insurance company, which r
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Blue Cross and Blue Shield of Florida (BCBSF) is the state's oldest and largest health insurer .
* BCBSF is organized and licensed as a mutual insurance company, which means the company

Cf ai •=an ~ d l;b,a9,

pays taxes and is subject to the same regulation by the Department of Insurance as other
insurers operating in the state of Florida. In 1992, BCBSF incurred more than $55
million in state and federal taxes and assessments. * Premium dollars collected from customers
~'l.E1idc.

-=Rc.po7.t

are used to pay claims and administer the business. Revenue not used to pay current claims
and operating expense is put back into the business as policyholders ' equity. * Policyholders'
equity provides the resources necessary for our growing company to meet its obligations
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during times of economic instability or when claims expenses are higher than anticipated. The
equity also is used to develop the technology and quality health care programs that will continue
to help to control our customers' health care costs. * Our company's long tradition of growth
and success positions us well to continue to play a leadership role in working with state and
federal officials to expand access to affordable, quality health care for all Floridians and to
restrain increases in costs. We look forward to continuing to meet our customers' needs by
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building on the firm foundation BCBSF has established as Florida's leading managed care company.
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examples of managed care plans that
As state and feder

s to reform our

with state officials to help implement the

when making decisions on hea
control medical costs through networks

plans, and they should be pro

reform legislation approved in 1993 by
of hospitals, physicians and other quality
the Florida legislature. We support the
legislation's reliance on managed care as
arties. Our special

the basis for reform. This represents a

perspective comes from years of hard

continuation of our company's commit-

work building positive individual provider

ment to managed care that began in 1979.

relationships into proven networks of
doctors and hospitals that
combine quality and efficiency in delivering medical
care throughout Florida.
BCBSF looks forward
to constructive dialogue

As the new law's provisions are
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and a working partnership

modify the state's health
plan , so that significant

with customers, state and

progress is made toward

federal government

improving access to

officials, physicians and

' 84
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hospitals and all others working to guide
the future course of health care delivery.
We continue to work with medical

'88

' 90

'92

quality, affordable health

care for all Floridians.
Health care reform is a complicated
issue that cannot be resolved overnight,

providers across the state to control

but progress is being made. BCBSF

costs through community-based managed

believes effective reform will include the

care networks. Our experience in

following elements:

managed care has demonstrated that

• Health care reform should rely on

private sector market competition can

managed care. Health Maintenance

best control costs and expand access

Organizations (HMOs) and Preferred

to quality care. BCBSF also is working

Provider Organizations (PPOs) are

health care providers.

that information. The market ,
incentives to assist all of us in

• There should be competition in the
marketplace among private sector companies that provide managed care. Those

1

I

health care resources more e
• Preventive medicine and w
initiatives should be encoura!

offering the best value will thrive and
grow, forcing the less efficient to improve or drop
out of the market. New
firms will enter and provide
further innovation.
• Consumers should be
given reliable price and
quality information so they
know who provides the
best care at the best price.
In addition, managed care companies

Rewards should be provided to
and medical faci
providing welln«
information to i:

and to consume1

making lifestyle c
that improve thei
Everyone has ,
play in reforming
health care systerr

it serves all citize1
BCBSF is building a firm founda1

need to continue to learn more about
managed care so we can contim
which providers produce the best results.
Information that tracks the cost and

offer Floridians access to quality
care at an affordable cost.

quality of care and how effectively health
care providers serve the public is
critical to successful management of health
care delivery.
• Individuals and employers should have incentives to use price and quality information
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w ith state officials to help implement the

examples of managed care plans that

when making decisions on health benefits

reform legislation approved in 1993 by

control medical costs through networks

plans, and they should be provided with

the Florida legislature. We support the

of hospitals, physicians and other quality

that information. The market will provide

legislation's reliance on managed care as

health care providers.

incentives to assist all of us in using our

the basis for reform. This represents a

• There should be competition in the

health care resources more efficiently.

perspective comes from years of hard

continuation of our company's commit-

marketplace among private sector com-

work building positive individual provider

ment to managed care that began in 1979.

panies that provide managed care. Those

initiatives should be encouraged .

offering the best value will thrive and

Rewards should be provided to physicians

relationships into proven networks of
doctors and hospitals that
combine qual ity and efficiency in delivering medical
care throughout Florida.
BCBSF looks forward
to constructive dialogue

As the new law's provisions are
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and medical facilities for

will need to be monitored

cient to improve or drop

providing wellness

and evaluated over the

out of the market. New

information to patients

next several years. What

firms will enter and provide

and to consumers for

is learned can be used to

further innovation.

making lifestyle changes
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• Preventive medicine and wellness

modify the state's health

• Consumers should be

that improve their health.

plan, so that significant

given reliable price and

Everyone has a role to

with customers, state and

progress is made toward

quality information so they

play in reforming our

federal government

improving access to

know who provides the

health care system so that

officials, physicians and

quality, affordable health

best care at the best price.

it serves all citizens .

In addition , managed care companies

BCBSF is building a firm foundation in

need to continue to learn more about

managed care so we can continue to

issue that cannot be resolved overnight,

which providers produce the best results.

offer Floridians access to quality health

providers across the state to control

but progress is being made. BCBSF

Information that tracks the cost and

care at an affordable cost.

costs through community- based managed

believes effective reform will include the

quality of care and how effectively health

care networks . Our experience in

following elements:

care providers serve the public is

hospitals and all others working to guide
the future course of health care delivery.
We continue to work with medical

managed care has demonstrated that

care for all Floridians.
Health care reform is a complicated

• Health care reform should rely on

private sector market competition can

managed care. Health Maintenance

best control costs and expand access

Organizations (HMOs) and Preferred

to quality care . BCBSF also is working

Provider Organizations (PPOs) are

critical to successful management of health
care delivery.
• Individuals and employers should have incentives to use price and quality information
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G. Hunter Gibbons
Chairman of the Board
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The growing strength of BCBSF's

or in the basis of competition, which

employees with the training and support

/. r
~
Flon da (Bq BSF) made steady enrollment

HMO group and PPO is the primary

could require new investment in our

they need to be highly effective in serv-

gall)l S, connir1ued to improve on its success

reason for our good performance. Our

company. The growing strength of the

ing customers.

in\m anagib,~ medical costs and had a

HMO group grew by 21 percent in

managed care programs we have built

1992 and had a medical inflation rate

protects our customers and provides the

on improving BCBSF's competitive advan-

far below state and national averages.

resources we need to invest in the future

tage by constantly managing medical and

of our business.

administrative costs and by enhancing our

In

k ''

.,

Our accomplishments have helped

The company's overall strong perfor-

us build on a firm foundation in managed care, and we are well positioned

mance in 1992 enabled BCBSF to make

Such an investment was required in the

Looking forward, we will concentrate

relationships with providers and customers.
Despite an uncertain

prudent contributions to

1980s when BCBSF decided

policyholders' equity to

that managed care repre-

environment, we will con-

meet customers' current

sented the best way to

tinue to act decisively and

and future needs. At the

control medical costs while

with courage to shape the

provide affordable,

end of 1992 policyholders'

still delivering quality care.

future of health care deliv-

high-quality health care

equity reached $380.9

For example, today more

ery, and we will enhance

million, an increase of

than 90 percent of our

our ability to provide

$84.4 million .

group customers are in

customers with the

managed care plans. They

highest quality products
and services.

for continued success.
4.0

Customers tell us that success will continue to
depend on our ability to

POLICYHOLDE_RS' EQUI T Y
( $ ,,, ,,,dl,o,,,)

3.5
3.0
2.5

2.0
1.5

19~2=
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We achieved a 7 percent

9~0cc.
o _ _ _ _ _ _ _ _ __

increase in customers in

This growing level of

1992, a result of new sales

policyholders' equity

are the largest group of

and responsive customer

puts us in a strong posi-

managed care customers in

With our managed care

service. More than 90 percent of our

tion to meet our responsibilities to pay

Florida, and they are served by the state's

products, we reduced the rate of increase

existing customers renewed their

claims in the face of continuing

largest managed care networks. BCBSF

in medical costs and posted a positive gain

health care coverage with us. As a

economic uncertainty. The equity also

was able to make the investment required

for a fourth consecutive year in 1992.

result, we enjoyed solid growth as

provides the resources to serve the

to build these networks because of the

total revenue increased by I I percent to

needs of new customers, and it funds

financial strength represented by policy-

strong performance in 1993 and in the

$1.92 billion.

investment in new programs and

holders' equity.

years ahead.

These accomplishments were achieved

products that control costs and

Another important investment the

in a rapidly changing social and political

expand access to affordable, quality

company is making recognizes the skill,

environment. We expect change to con-

health care in our state.

knowledge and expertise of its

tinue in 1993, as health care reform
gains momentum.

We may encounter fundamental
changes in the way health care is managed,

BCBSF looks forward to continued

employees. To consistently improve our
performance, we must provide our

/4)~ff.~~
William E. Flaherty
President & Chief Executive Officer
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network. In an independent survey conducted last
Florida Power Corporation's health care costs
'
December, 90 percent of state employees said
increased by 16 ap d 13 percent in 1989 and 1990,
they were satisfied with their health care coverage.
~ spectively. This increase in cost led Florida's secAnother state program administered by
d'q_c! largest utilif Yto select BCBSF to administer
BCBSF is the Florida Comprehensive Health
its h ealth insurance plan on the condition the
Association (FCHA), which provides health
company woul ~1 agree to be paid only a percentage
insurance to Floridians who were unable to
of what it save,d, the utility on its health care bill.
Using the networks of its PPO, Preferred
obtain coverage .
.l BCBSF lowered Florida Power's $20
BCBSF introduced its provider networks to
Patient
Care,
FCHA when it became program administrator
million medical bill by $600,000 in 1991. In 1992,
on April I, 1991 . The result: the
Florida Power's medical costs
" We wanted a strategic partnership with
cost of care per FCHA
increased by only 1.9 percent
a health insurer that could provide
member fell from $6,30 I in
over 199 I, far below state and
quality health care, good claims administration and effective cost management.
1990 to under $5,300 in 1992national averages.
We got it with Blue Cross & Blue Shield
a I 6 percent reduction.
The effective management of
of Florida." - George Rickus,
Vice President of Human Resources,
Along with reduced enrollment,
Florida Power's medical costs is
Florida Pow~ _ ,~ . .Corporation
this decline in medical costs
just one example of BCBSF's
(
..
·
helped cut the program's net
success in creating local
loss from $33.8 million in
alliances with businesses and
1990 to under $12 million
providers to control costs and
in 1992.
assure quality health care.
BCBSF also manages federal
Managed care is working.
government programs. We are
Health Options, BCBSF's HMO,
the Medicare Part B contractor
increased its membership in
for Florida and one of the
I 992 by 21 percent to about
state's Medicare Part A inter220,000 people, while holding
mediaries. In 1992, BCBSF
medical cost increases below
employees processed over 48
state and national averages.
million Medicare claims at
In a national HMO
performance levels which
Membership Satisfaction Survey,
equalled or exceeded federal guidelines. In the
nine of every IO Health Options customers said
Federal Contractor Performance Evaluation
they were satisfied with the services provided by
Program, BCBSF's management of Med icare Part
BCBSF and its affiliated medical providers.
A scored 97 percent while Medicare Part B
BCBSF also expanded its provider networks
scored 98 percent - in the top 25 percent of all
to serve its growing customer base. Our PPO network now reaches 98 percent of all Floridians with
Medicare contractors.
15,400 physicians (half the state total) and over 140
BCBSF also received an excellent rating for
its management of health care for 120,000
hospitals (63 percent of acute care beds statewide).
Florida-based active and retired federal employBCBSF's ability to manage medical costs also is
evident in the public sector. The company has used
ees and dependents.
In the public and private sectors, BCBSF
its experience in effectively managing health care
to reduce our government's health care costs and
continues building a firm foundation from which
meet customer needs.
it can continue to efficiently manage health care
About 240,000 Florida state employees,
for its customers, while assuring the highest
retirees and dependents are served by our PPO
possible levels of quality and service.

..

~
~

J

Our PPO networl
now reaches

98 %of all
floridians with
15,400 physicians
(half the state

,

total) and over 140
hospitals (63 %of
acute care beds
statewide).
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best doctor, rather than whether that doctor
was part of a managed care network," she said.
"But that never turned out to be a problem.
Every doctor I considered was a member of the
Blue Cross and Blue Shield of Florida network."

~

y p roveg;tn e medical experts wrong.

Ms. McCreary also appreciates how costs

Paralyzed from the chin down, I 5-year-old Cody,

are managed . Her portion of the bill was

one of the first ventilator-dependent students to

reduced more than $3,000 by discounted rates

attend a Florida public school, is an "A-B" student

negotiated by BCBSF and incentives provided by

at Choctawhatchee High School.
Cody Hill's care was managed
by BCBSF case manager Dawn
Milstead . Our medical professionals manage catastrophic
cases like Cody's by finding the
most effective, efficient and

Florida Power to use the
"I don't know where we'd be without
Blue Cross & Blue Shield of Florida.
Their case managers came to the hospital several times a week and to our
home. They understood our problems
and negotiated on our behalf. My husband and I cannot say enough about
Blue Cross & Blue Shield of Florida's case
management program."
- Becky Hill, Ft." ' Walton Beach
) -,

BCBSF network.
Cody Hill and Sonja
examples of BCBSF's success in

managed care.
enrollment in its managed care

community.

programs for Medicare benefi-

health care to
more floridians.

ciaries and introduced another.

covered only one ventilator, but

These programs increase access

Dawn arranged for a special

to quality, affordable health care

backup unit because a break-

for Florida's senior citizens.
Medicare & More is a

She also arranged for BCBSF to purchase the first

Medicare HMO available in Broward, Dade and

computer Cody used to communicate. By

Palm Beach counties in South Florida. It provides a

working in these ways, BCBSF's case managers

more affordable alternative to Medicare beneficia-

assure that managed care means quality care.

ries who have their care managed by a primary care

"They were absolutely wonderful," said Becky Hill.

physician of their choice.
Another program, Advantage65 Select, is now

managed care. But Sonja McCreary, who works in

available in many areas of the state. It is a Medicare

Florida Power Corporation's Winter Park office, has.

supplement program that significantly reduces costs.

Ms. McCreary, who is covered through

improved value in

In 1992, BCBSF increased

family, physicians and the local

Not many patients reflect on the success of

to deliver

of Florida's seniors are able to

needed care. They work in part-

down could be life-threatening.

in managed care

managed care. And now, more
experience the advantages of

For example, Cody's policy

ing its experience

McCreary are only two of many

appropriate way to provide the
nership with the patient, the

Ocosf is apply-

Through these and other caring, innovative

BCBSF's PPO, was recently treated for cancer.

programs, BCBSF is applying its experience in

"When I found out I had ovarian cancer, I was

managed care to deliver improved value in health

more concerned about me, about finding the

care to more Floridians.
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As a result of GTE's participation
in a prenatal
A- r'
f

e f

ut ur e

BCBSF also works to make Floridians health-

program offered by Blue Cros's and Blue Shield of

ier by offering smoke-free workplace seminars

Florida, Mike and Gaynell Hall 's daughter, Kristen,

for employers throughout the state . As of May

was a healthy seven pou ods when she was born

1993, more than 150 Florida companies had

in August 1992.

participated in these programs.
and business reasons. Wellness programs are in

reviewing her family medical history and helped

keeping with our customers' belief that we

prevent a premature birth.

should promote healthy behavior.

Americans with quality health
care at an affordable cost must
include preventive care. BCBSF's
prenatal program, Healthy
Addition , is just one example of
our commitment to keep people

Another way BCBSF is
"Even though I had several miscarriages,
Blue Cross & Blue Shield of Florida was
the first insurance company to provide
me with personalized prenatal care.
When I became pregnant, BCBSF
assigned a nurse, Titi Alfonso, to work
with me and monitor my progress. Thank
goodness I had the coverage I did. It
probably saved my baby's life."
Gaynell Hall, Plant City
11

working to provide its customers with more efficient
delivery of medical care is by
developing processes which
more thoroughly integrate the

I

~ r•·1 ~\-.._ (7

healthy rather than just treating ~~17--·

of its customer
service and its
ability to manage
medical costs.

information, applications and
technology.

Healthy Addition promotes

The goal of these efforts is

healthy pregnancy and full-term
delivery by offering prenatal

to give employees and medical

screening and education .

providers powerful tools so

Women identified as being at

1

they can be more responsive to

risk for complications are

\

customer needs. We also want

monitored by specially trained

to make it easier for customers

obstetrical nurses.

and providers to interact with
the health care delivery system of the future .
Using these new processes _and every other

vices, delivery and postpartum care for a normal

resource at our disposal, BCBSF is working to

delivery cost about $3,000. And there is no

continually improve the quality of its customer

way to place a dollar value on healthier babies

service and its ability to manage medical costs.

and healthy mothers.

im~rove t~e quality

system - people, processes,

them when they're sick.

$20,000 to $400,000. By contrast, prenatal ser-

ing to continually

components of the health care

~

The care of a premature infant costs from

. Ocosf is work-

BCBSF is expanding these efforts for social

The prev?ntive carj 1 provided by BCBSF
recognized Gaynell 's p,otential problem by

Any program to provide all

~i,

-

-~

By ensuring that our resources are used to

To expand the reach of these programs,

provide high-quality health care and service at

BCBSF joined with the March of Dimes to sponsor

the best possible price, Blue Cross and Blue

seminars fo r Florida businesses interested in imple-

Shield of Florida will continue to deliver value

menting prenatal education programs. The seminar

to customers and play a lead ing role in increas-

trains occupational health care professionals to

ing access to quality, affordable health care for

implement the program, called "Babies and You."

all Floridians.

11
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To the Board of Directors of
Blue Cross and Blue Shield of Florida, Inc.

December 3 I,
1992
1991

ASSETS

(In Millions)

We have audited the accompanying consolidated balance sheets of Blue Cross and Blue
Shield of Florida, Inc., and subsidiaries as of December 31 , 1992 and 1991 , and the
related consolidated statements of operations and policyholders' equity and cash flows

BlUf CROSS

for the years then ended . These financial statements are the responsibility of the

Investments:
Fixed maturities, at amortized cost (market
value $231.9 in 1992 and $212. 1 in 1991 )
Equity securities, at market (cost $75.3
in 1992 and $64.9 in 1991)
Short-term investments
Cash and cash equivalents

$229.1

$208.3

90.1
151.8
92.7

76.4
99.8
77.7

563 .7

462.2

84.9
90.8
77.1
64.6
43.2

70.6
88.4
56.3
44.9
20.6

$924.3

$743 .0

Company's management. Our responsibility is to express an opinion on these financial

ANO
BlUf SHIHO

of
flORIOA

INL

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the finan-

Receivables:
Premiums and other
Reimbursable contracts
Federal Employees Program
Property and equipment
Deferred expenses and other assets
Total assets

nificant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Blue Cross and Blue Shield of Florida,

19 92

f INANCIAl
RfVlfW

generally accepted accounting principles.

~ o/

Liabilities for policyholder benefits:
Claims outstanding
Reimbursable contracts
Total liabilities for policyholder benefits
Unearned premium income:
Premiums and unallocated receipts
Federal Employees Program
Deposits and advances
Accounts payable and accrued expenses
Total liabilities

Jackso nville, Flo rida

3LUt Skl[l
o~

INC

LIABILITIES

AND
$165.4
90.8

$155.5
88.4

256.2

243 .9

52.1
77.1
13 .0
145.0

5 1.5
56.3
12.2
82.6

543.4

446.5

380.9

296.5

Inc., and subsidiaries as of December 3 I, 1992 and 1991 , and the consolidated results
of their operations and their cash flows for the years then ended in conformity with

AND

HORI DA

cial statements. An audit also includes assessing the accounting principles used and sig-

ANO
SUBSIDIARHS

Total investments

statements based on our audits.

c~os~

BlH

SUBSlnlARI
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Commitments and contingencies

February I 5, 1993
POLICYHOLDERS' EQUITY

Policyholders' equity

....... . . ... ..1:"?~~1- ~i~~)l)~i~~ ?~~ .~?~i~y~_~l?~.r_s: _e_9~i~r_ ...... . .... ~?.~~--~........ . ~?~~ --~ .
See accompanying notes to consolidated financial statements.
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December 3 I,

1992

ASSETS

1991
(In Millions)

Investments:
Fixed maturities, at amortized cost (market
value $231.9 in 1992 and $212.1 in 1991)
Equity securities, at market (cost $75.3
in 1992 and $64.9 in 1991)
Short-term investments
Cash and cash equivalents
Total investments

$229.1

$208.3

90.1
151 .8
92.7

76.4
99.8
77.7

563.7

462.2

BlUf CRCSS
A

Receivables:
Premiums and other
Reimbursable contracts
Federal Employees Program
Property and equipment
Deferred expenses and other assets
Total assets

84.9
90.8
77.1
64.6
43.2

70.6
88.4
56.3
44.9
20.6

$924.3

$743 .0

•

BlUf S~:H •

~LORl • A

[

LIABILITIES

Liabilities for policyholder benefits:
Claims outstanding
Reimbursable contracts
Total liabilities for policyholder benefits
Unearned premium income:
Premiums and unallocated receipts
Federal Employees Program
Deposits and advances
Accounts payable and accrued expenses
Total liabilities

$165.4
90.8

$155.5
88.4

256.2

243 .9

52.1
77.1
13.0
145.0

51.5
56.3
12.2
82.6

543.4

446.5

380.9

296.5

A

•

SU8S1 • 1ARlfS

19 32

rl
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Commitments and contingencies
POLICYHOLDERS' EQUITY

Policyholders' equity

See accompanying notes to consolidated financial statements.
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For the Years Ended

For the Years Ended

December 3 I,

1992

LoCXT:1

December 3 I ,

1991

1992

1991

(In Millions)
(In M illions)

Revenue
Investment and related income
Total revenue

$1,881.3
40.2

$1,690.9
44.4

1,921.5

1,735.3

BlUf CROSS
AN •
BlUf SHIH •
~

I

~l • Rl • A
INC
AN •

Claims and medical expense
Operating expense
Total expenses
Income before income taxes and
extraordinary item
Provision for income taxes
Income before extraordinary item

1,417.3
397.1
1,814.4

1,280.4
347.8
1,628.2

I 07.1

107.1

25.2

23 .9

81.9

83.2

Extraordinary item - utilization of
operating loss carryforwards

13.5

SUBSl • IARlfS
Net income
Policyholders' equity, beginning of year

19 92

Net change in unrealized appreciation
of equity securities

81.9

96.7

296.5

191.0

2.5

8.8

flNANCIAl
Rf Vlf W

Policyholders' equity, end of year
$ 380.9
$ 296.5
. . . . .. . ..... . .. .. .... . . .......... . . . .... ... . .. . . .. . .. ... . . .. ... . ... . ..... . ...... ..... . .

Increase (decrease) in cash and cash equivalents:
Cash flows from operating activities:
Premiums and other revenue received
Claims and medical expense paid
Cash paid to suppliers and employees
Interest and dividends received

$ 1,864.2

(1,404.3)
(371.6)
35.8

$ 1,707.4

(1 ,283 .0)
(356.5)
35.3

BLLif CROSS
AN •

Net cash provided by operating activities

124.1

I 03.2

BlUf SHIH!
Cash flows for investing activities:
Proceeds from investments sold:
Fixed maturities
Equity securities
Proceeds from investments matured:
Fixed maturities
Short-term investments
Cost of investments purchased:
Fixed maturities
Equity securities
Short-term investments
Purchase of property and equipment

(I, 136.2)
(40.6)
( I 54.7)
(31.5)

(801.9)
(51.6)
(98.5)
( I 1.8)

Net cash used in investing activities

( I 09.1)

( 118.2)

0f

1,004.1
30.2

686.7
19.6

116.9
I 02.7

4.6
134.7

tlORl • A
INC.

AN •
SUBSl • IARlf

19 92

Net increase (decrease)
in cash and cash equivalents

I 5.0

( 15.0)

Cash and cash equivalents
at beginning of year

77.7

92.7

f INANCIAl
Rf VlfW

See accompanying notes to consolidated financial statements.

Cash and cash equivalents
at end of year

$

92.7

$

77.7

Cash paid for income taxes during 1992 and 1991 was $29.4 and $13. 9 million, respectively.

See accompanying notes to consolidated financial statements.
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For the Years Ended
December 3 I,
1992
1991

For the Years Ended
December 3 I,
1992
1991
(In M illions)

Increase (decrease) in cash and cash equivalents:

(In Millions)

Revenue
Investment and related income
Total revenue

$ 1,881.3
40.2

$1 ,690.9
44.4

1,921.5

1,735.3

1,417.3
397. 1

1,280.4
347.8

Cash flows from operating activities:
Premiums and other revenue received
C laims and medical expense paid
Cash pai d to su ppl iers an d employees
Interest and divi den ds received

$ 1,864.2
(1,404.3)
(371.6)
35.8

$ 1,707.4
( 1,283.0)
(356.5)
35.3

I BlUf

mass

ANO
Claims and medical expense
Ope rating expense
Total expenses
Income before income taxes and
extraordinary it em
Provision for income taxes
Income before extraordinary item

1,8 14.4

I 0 7. 1

107. 1

25.2

23.9

81.9

83.2

Extraordinary item - utilization of
operating loss car ryforwards
Net income
Policyholde rs' equ ity, beginning of year
Net change in unrealized appreciati o n
of equity securities

1,628.2

124.1

103.2

BlUf SHIHO
Cash fl ows fo r investing activities:
Pro ceeds fro m investments sold:
Fixed maturities
Equity securities
Proceeds from investments matured:
Fixed maturities
Sh o rt-term investments
Cost of investments purchased:
Fixed maturities
Equity securities
Short-term investments
Purchase of property and equipment

(I, 136.2)
(40.6)
( 154.7)
(31.5)

(80 I. 9)
(51.6)
(98.5)
( I 1.8)

Net cash used in investing activities

(I 09.1)

( 118.2)

I of

1,004.1
30.2

686.7
19.6

116.9
102.7

4.6
134.7

I HORIUA

I INC.
I ANO
I SUBSIUIARlfS

13.5

81.9

96.7

296.5

191 .0

2.5

8.8

Policyholders' equity, end of year
$ 380.9
$ 296.5
.. ... . . . . ...... . .... . ..... . . .......... .. .... . . . . . .. ... ... ... . .. . . . ... . .. ... .. ... . . . .. . .
See accompanying notes to consolidated financial statements.

N et cash provided by operating activities

I 1992

Net increase (decrease)
in cash and cash equivalents

15.0

Cash and cash equivalents
at beginning of year

77.7

( 15.0)

92.7

I

f INANCIAl

I

RfVlfW

Cash and cash equivalents
at end of year
$ 92. 7
$ 77.7
. . . . . . . . . . ... .. . . . .. . .. . ... . ... . . . ... .. . . . . . . . .. ... . . . . . . .. . . .. . . .. . . . . .. . . . .... . ... . ..
Cash paid for income taxes during 1992 and 199 J was $29.4 and $13. 9 million, resp ectively.

See accompanying notes to consolidated financial statements.
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For the Years Ended
December 3 I,
1992

Reconciliation of net income to net cash
provided by operating activities:

BlUl CROSS
ANO
BlUf SHIHD
D~

HORI DA
INC
AND
SUBSIDIARl[S

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Amortization of investment
discounts and premiums, net
Net realized gain on sale of investments
Decrease (increase) in certain assets:
Premiums and other receivables
Reimbursable contracts receivable
Deferred expenses and other assets
Increase (decrease) in certain liabilities:
Liabilities for policyholder benefits
Unearned premium income and unallocated receipts
Deposits and advances
Accounts payable and accrued expenses
Total adjustments

$ 81.9

15.4

$ 96.7

9.9

.7

(I .4)

(6.2)

(6.6)

(14.3)
(2.4)
(27.1)

7.0

12.3
.6
.8
62.4
42.2

f INANCIAl
RfVlfW

See accompanying notes to consolidated financial statements.

Organization

Revenue Recognition

Blue Cross and Blue Shield of Florida, Inc. (the
Plan), a mutual insurance company, provides
basic medical , hospitalization and other health
benefits as well as major medical, comprehensive and complementary coverages. The Plan
operates health maintenance organizations and
managed care networks throughout Florida.
Life insurance products are marketed in Florida
by Florida Combined Life Insurance Company,
Inc., a wholly owned subsidiary.

Premiums are billed in advance of coverage periods and recognized as revenue when due. Other
revenue is recognized in income when earned.

(.3)

The Plan also serves other Blue Cross and Blue
Shield Plans' subscribers and programs such as
Medicare, the State of Florida - Employee
Group, the Florida Comprehensive Health
Association (FCHA) and the Federal Employees
Health Benefits Program (FEP).

( 15.0)
.6
8.7
(3.2)

6.8
6.5

Net cash provided by operating activities
$124.1
$103.2
. .. . .. . . . .. .. . .... . .. .. .... . .. . . . .. ... ....... ... .. ... . . .. . . . .. . . . .. .. .. .. .. ... . . .. . . .. .

19 92

Net realized investment gains and losses are calculated on the first-in, first-out basis of identification.

1991
(In Millions)

Net income

I . Summary of Organization and
Significant Accoun t ing Policies

The Plan is a member of the Blue Cross and
Blue Shield Association (the Association), which
establishes national policies and sets standards
for the Plans. The Association is not an affiliate
or guarantor of the Plan.

BlUf CROS~

Deferred Acquisition Costs

AND

The costs of acquiring new business, principally
direct marketing expenses, and certain expenses
of policy issuance have been deferred. These
expenses vary with, and are primarily related
to, the production of certain Medicare supplemental products issued after October I, 1990.
The deferred acquisition costs of $17. I million
and $9.1 million, net of amortization, for 1992
and 1991, respectively, are included in deferred
expenses and other assets and are being amortized over the premium-paying period of the
related policies.
Liabilities for Policyholder Benefits

Basis of Presentation and Principles of
Consolidation

The accompanying financial statements have
been prepared on the basis of generally accepted accounting principles.
The consolidated financial statements include
the accounts of the Plan, its wholly owned
subsidiaries and affiliate (the Company) . All significant intercompany transactions have been
eliminated.
Investments

Fixed maturities are carried at cost, adjusted for
amortization of premium and discount. Equity
securities are carried at published market value,
and changes in such value are reflected as a
direct credit or charge to policyholders' equity,
net of applicable deferred income taxes.

l~

Property and Equipment

Property and equipment are recorded at cost.
Depreciation is computed on the straight-line
method over the estimated useful lives of the assets.

Short-term investments consist of U.S.
Treasury bills and notes, repurchase agreements,
commercial paper, certificates of deposit and
notes issued by government-sponsored agencies. These investments are stated at amortized
cost, which approximates market value, and
mature within two years. Short-term investments with an original maturity when purchased
of less than 90 days are considered to be
cash equivalents.

The Company accrues for incurred and unreported claims based on historical paid claims
data and experience using actuarially accepted
statistical methods. The assumptions used in
determining the liability are periodically
reviewed, and any adjustment resulting from
these reviews is reflected in current operations. Processing costs related to such claims
are expensed as incurred.
The Company also issues a number of products
which are priced in such a way as to generate
income in early years which is expected to be
absorbed by losses in subsequent years. Such
products issued after October I, 1990, may not
be cancelled, and a liability for policyholder
benefits has been recorded using accepted
actuarial valuation techniques.

BlUl SHIH

of
HORIDA
INC.
AND
SUBSIDIARI

19 92
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The liabilities for reimbursement contracts
(National Accounts, FEP, Cost Plus and Minimum
Premium Plan contracts) also are established as
receivables and have no effect on net income.
Expense Reimbursement

Operating expense is allocated to various lines of
business in order to determine the expense reimbursement due from Medicare, where the
Company acts as a fiscal intermediary, and from
other Blue Cross and Blue Shield Plans for which

11
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For the Years Ended
December 3 I,
1992

1991
(In Millions)

Reconciliation of net income to net cash
provided by operating activities:
Net income

ISS

ND

Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Amortization of investment
discounts and premiums, net
Net realized gain on sale of investments
Decrease (increase) in certain assets:
Premiums and other receivables
Reimbursable contracts receivable
Deferred expenses and other assets
Increase (decrease) in certain liabilities:
Liabilities for policyholder benefits
Unearned premium income and unallocated receipts
Deposits and advances
Accounts payable and accrued expenses

If S

Total adjustments

ND

lD
D~

DA

IC.

$ 81.9

$ 96.7

15.4

9.9

.7
(6.2)

( 1.4)
(6.6)

( 14.3)
(2.4)
(27.1)

7.0

12.3
.6
.8
62.4
42.2

(.3)

( 15.0)
.6
8.7
(3.2)

6.8
6.5

Net cash provided by operating activities
$124.1
$103.2
. . . . . . . . . . . .. . . . . . . .. .. . .. ... .. ... ... . . . . .... .. . ..... ... ... .. .. ..... .. .. .. . .. . ... . .. ...

92
IAl
fW

See accompanying notes to consolidated financial statements.

I . Summary of Organization and
Significant Accounting Policies

Net realized investment gains and losses are calculated on the first-in, first-out basis of identification.

Organization

Revenue Recognition

Blue Cross and Blue Shield of Florida, Inc. (the
Plan), a mutual insurance company, provides
basic medical, hospitalization and other health
benefits as well as major medical , comprehensive and complementary coverages. The Plan
operates health maintenance organizations and
managed care networks throughout Florida.
Life insurance products are marketed in Florida
by Florida Combined Life Insurance Company,
Inc., a wholly owned subsidiary.

Premiums are billed in advance of coverage periods and recognized as revenue when due. Other
revenue is recognized in income when earned.

The Plan also serves other Blue Cross and Blue
Shield Plans' subscribers and programs such as
Medicare, the State of Florida - Employee
Group, the Florida Comprehensive Health
Association (FCHA) and the Federal Employees
Health Benefits Program (FEP).
The Plan is a member of the Blue Cross and
Blue Shield Association (the Association), which
establishes national policies and sets standards
for the Plans. The Association is not an affiliate
or guarantor of the Plan.

Property and Equipment

Property and equipment are recorded at cost.
Depreciation is computed on the straight-line
method over the estimated useful lives of the assets.

BlUf CROSS

Deferred Acquisition Costs

AND

The costs of acquiring new business, principally
direct marketing expenses, and certain expenses
of policy issuance have been deferred. These
expenses vary with, and are primarily related
to, the production of certain Medicare supplemental products issued after October I, 1990.
The deferred acquisition costs of $17. 1 million
and $9.1 million , net of amortization, for 1992
and 1991, respectively, are included in deferred
expenses and other assets and are being amortized over the premium-paying period of the
related policies.
Liabilities for Policyholder Benefits

Basis of Presentation and Principles of
Consolidation

The accompanying financial statements have
been prepared on the basis of generally accepted accounting principles.
The consolidated financial statements include
the accounts of the Plan, its wholly owned
subsidiaries and affiliate (the Company) . All significant intercompany transactions have been
eliminated.
Investments

Fixed maturities are carried at cost, adjusted for
amortization of premium and discount. Equity
securities are carried at published market value,
and changes in such value are reflected as a
direct credit or charge to policyholders' equity,
net of applicable deferred income taxes.
Short-term investments consist of U.S.
Treasury bills and notes, repurchase agreements,
commercial paper, certificates of deposit and
notes issued by government-sponsored agencies. These investments are stated at amortized
cost, which approximates market value, and
mature within two years. Short-term investments with an original maturity when purchased
of less than 90 days are considered to be
cash equivalents.

The Company accrues for incurred and unreported claims based on historical paid claims
data and experience using actuarially accepted
statistical methods. The assumptions used in
determining the liability are periodically
reviewed, and any adjustment resulting from
these reviews is reflected in current operations. Processing costs related to such claims
are expensed as incurred.
The Company also issues a number of products
which are priced in such a way as to generate
income in early years which is expected to be
absorbed by losses in subsequent years. Such
products issued after October I, 1990, may not
be cancelled, and a liability for policyholder
benefits has been recorded using accepted
actuarial valuation techniques.

BlUf SHIHD

or
HORI DA

INL
ANO
SUBSIOIARlfS
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The liabilities for reimbursement contracts
(National Accounts, FEP, Cost Plus and Minimum
Premium Plan contracts) also are established as
receivables and have no effect on net income.
Expense Reimbursement

Operating expense is allocated to various lines of
business in order to determine the expense reimbursement due from Medicare, where the
Company acts as a fiscal intermediary, and from
other Blue Cross and Blue Shield Plans for which

11

dVo t-e.1. t-o Con.1.oLi dat-ed J

i nanc i a.L ~t-at-ernenl- .1.
dVot-e.1. t-o Con.1.oLidat-ed Jinanc i a l ~t-at-ernenl-.1.

the Plan processes claims. The C om pany is re imbursed for either costs incurred or amounts
based on predetermined budgets. Reim bursements
of $ 158 million fo r 1992 and $143 million for 1991
(which approximate the cost of administering these
programs) are included in revenue. The actual cost
of administration is included in operating expense.
Reimbursements and claim payments are subject to
audit by the respective agencies, and any resulting
adjustments are reflected in current operations.

BlUf CROSS
ANO
BlU[ SHIHO

2. Investments
The fair values of the Company's fixed maturity
investments are estimated based on quoted market
prices. The carrying amounts and fair values of the
Company's fixed maturity investments are as follows at December 31 , 1992 (amounts in millions):

of
HORIOA
INC.
ANO
SUBSIOIARlfS

Gross
Carrying Unrealized
Amount
Gains

Bonds:
U.S. Government
& agencies
$ 92.4
State, municipalities
and political
7.0
subd ivisions
Mortgage-backed
securities
23 .8
Public utilities
I. I
95. 1
Corporate
Ocher
9.7
$229. 1

Gross
Unrealized
Losses

Fa ir
Valu e

$ 93 .9

$ .3

$ 1.8

.I

6.9

.I
.I

.2

1.7
.I

.4

23 .7
1.2
96.4
9.8

$3 .8

$1.0

Procee ds from sales of investments in fixed
maturities during 1992 were $1,004.1 million .
Gross gains of $ I 1.4 million and gross losses of
$6.4 million were realized on those sales.
3. Receivables
D e cember 3 I,
1992

Premiums and other:

Subscribers and members
lncerplan Service Benefit Bank

flNANCIAl

$89.0
I.I

Common stocks

Non-redeemable preferred stocks
.. . .. . ... . . . . . . .. . ......... . ..

Rf Vlf W

$21.6
11.S

23 . 1
8.0
2.2
8.2
4.9
11 .7

18.3
6.2
5.2
6.3
5.9
8.1

93.2

83 .1

8.3

12.S

$84.9

$70.6

agencies
National accounts
Federal Employees Program (FEP)
Request refund claims
Interest receivable
Ochers

······ · · · · · · · · · ·

Total
Less allowance for
doubtful accounts
Total , nee

·· · ··· ··· ·

The Plan records its proportional share of
receivables and unearned premiums related to
FEP. The a mounts recorded for 1992 and
1991 had no effect on net income.
4 . Property and Equipment
Dece mber 31,
1992
1991
(In Millions)

·· · · ··· · ·· · ··

19 92

$24.6
10.5

Medicare and other government

$231 .9

The fair values of the Company's equity investments, which also represent the carrying
amounts, are as follows at December 3 I, 1992
(amounts in millions) :

1991

(In Millions)

$ 3.9
45 .2
80 .9

Land
Buildings and improvements
Equipment

$ 3.0
39.6
57.6

Total property and equipment
Less accum ulated depreciation

130.0
65 .4

100. 2
55.3

Net property and equipment

$ 64.6

$ 44.9

6. Employee Pension Plan

For financial repo rting purposes, a pension plan
is considered underfunded when the fair value
of plan assets is less than the accumulated benefit obligation . The plan has assets in excess of
the accumulated benefit obligations (actuarial
present value of benefits earned to date based
on present salary levels) at December 3 I, 1992
and 1991 . The Company's funding policy is to
meet the minimum requirements of applicable
regulations within the limits of deductibility
under current tax regulations. In conformity
with that policy, the Company will make additional contributions which will reduce the
accrued pension liability at such time as the
obligations of the plan exceed its assets by a
sufficient margin .
The following tables detail the components of
pension expense, the funded status of the plan ,
amounts recognized in the Company's consolidated financial statements and major assumptions used to determine these amounts:

$90.1
D e ce mbe r JI,

5. Administrative Contracts
The amortized cost and market value of fixed
maturities at December 3 I, 1992, by contractual
maturity, are shown below. Expected maturities
will differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties.
Amoritize d
Cost

Marke t
Valu e

The Plan serves as intermediary for the Medicare
program. Additionally, the Plan acts as an administrator for other Blue Cross and Blue Shield
Plans, employer groups and other organizations.
Claims re lating to these programs, as shown in
the following table, are not reflected in the
accompanying consolidated financial statements.

( In Millions)

Due
Due
Due
Due

m

De cembe r 3 I,

The Company participates in a defined benefit,
non-contributory pension plan covering substantially all of its employees. The plan provides
benefits based on years of service and the
employee's compensation in the year immediately preceding retirement. The pension pla n is
funded through the Blue Cross and Blue Shield
National Retirement Trust, a collective investment trust which services the reti r ement programs of its participating employers. Assets of
the National Retirement Trust consist primarily
of listed equity securities and U.S. Government
and corporate bonds.

$ 74.3
in one year or less
after one year through five years
60.S
after five years through ten years 36.0
44.7
after ten years

$ 75.2
61.4
36.4
45 .2

2 15.5
13.6

2 18.2
13.7

$229. 1

$231 .9

Mortgage-backed securities

· ·· · ·· ··· ·· · ·· ··

Medicare
State of Florida
BCBS lncerplan Bank
FCHA
Ocher ASO Groups

Amount Paid

1992
1991
(In Millions)

1991
1992
(In Millions)

45.20
1.61
0.05
0.03
0.21

$7,241.6 $6,465.8
285.4
286 .6
176.8
186.S
IS. I
30.0
76.4
44.5

1991

(In Millions)

Actuarial prese nt value o f
benefit o bligations:
Vested
N o nvested
Accu mulated be nefit o bligation
Provis io n for futu re salary
increases
Projected be nefit o bligatio n

46.7
6.6

41.8
1.2

53 .3

43 .0

39.6

30.1

92.9

73 . 1

BlUf CRO~
Proj ected benefi t obligatio n (in excess of)
or less t han plan asset s
( I I. 7)
Unrecognized prior service cost
2. 9
(3.3)
Un recognized nee gain
(6 .2)
Un recognized nee assets
Accr ued pens io n liability
····· · ···· · ·
Majo r assu mptio ns:
Disco unt rate
Rate o f incr ease in compe nsati o n

5.8
3. 1
( I 5.2)
(6.8)

$(18.3)

$ ( 13. 1)

8.5%

levels
4.5-8.0%
Ex pect ed long-te rm rat e of re turn o n
plan assets
9.0%

9.0%

4.5%-8.0%

Year Ending
December 3 I,

Basic Rental
Commitments
(In Millions)

1993
1994
1995
1996
1997
Thereafter

ANO
BlUf SHlf

aF
HORIOA

9.0%

7. Rentals Under Operating Leases
The Company leases office space an d data processing and office equipment under leases which
expire on various dates through 1997 and
thereafter. The following is a schedule of future
approximate minimum rental payments due under
operating leases that have initial or remaining noncancellable lease terms in excess of one year:

C o mpo ne nts of pe nsio n ex pe nse:

$22.8
19.4
12.0
4.7
1.9
.4

INC.
ANO
SUBSIOIAR
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$61 .2
Service cost
Inte res t cost
Re turn o n plan assets
Amo rtizatio n o f unrecognized
amou nts

N e t pe nsion cost

Number of
Claims Processed

48.62
1.78
0.05
0.07
0.34

1992
1991
(In Millions)

1992

$ 5.8

$ 5.0

6.6
(3.4)

5. 7
(6. 1)

(3 .5)

(0.5)

$ 5.5

$ 4. 1

$ 81.2

$ 78.9

Rental expense for 1992 and 1991 was $24.4
and $22.5 million, respectively.

8. Income Taxes
The Plan and its wholly owned subsidiaries file
consolidated income tax returns.

Funded stat us of t he pens ion plan:
Plan assets at fa ir value

-continued to next column

The 1992 provision for income taxes is $25 .2 million. It includes a deferred benefit of $3.9 million
which results from timing differences in reporting
income and expenses for financial reporting and
income tax purposes, primarily contingencies,
claim liabilities and accruals for pension costs.

19

De cembe r 31 ,

6. Employee Pension Plan
The Company participates in a defined benefit,
non-contributory pension plan covering substantially all of its employees. The plan provides
benefits based on years of service and the
employee's compensation in the year immediately preceding retirement. The pension plan is
funded through the Blue Cross and Blue Shield
National Retirement Trust, a collective investment trust which services the retirement programs of its pa rticipating employers. Assets of
the National Retirement Trust consist primarily
of listed equity securit ies and U.S. Government
and corporate bonds.

1992
1991
(In Millions)

Actuarial presen t value of
benefit o bligatio ns:
Vested
N o nvested
Acc um ulated benefit obligation
Prov ision for fu ture salary
increases
Projected be nefit o bligation

................. . .

46.7
6.6

41.8
1.2

53 .3

43 .0

39.6

30. 1

92.9

73 . 1

Projec ted be nefit o bligation (in excess of)
or less t han plan assets
( I I. 7)
U nrecognized prior service cost
2. 9
U nrecognized net gain
(3 .3)
U nr ecognize d net assets
(6.2)

5.8
3. 1
( 15.2)
(6.8)

.. . ........ . .

For financial reporting purposes, a pension plan
is considered underfunded when the fai r value
of plan assets is less than the accumulated benefit obligation. The plan has assets in excess of
the accumulated benefit obligations (actuarial
present value of benefits earned to date based
on present salary levels) at December 31, 1992
and 1991 . The Company's funding policy is to
meet the minimum requirements of applicable
regulations within the limits of deductibility
under current tax regulations. In conformity
with that policy, the Company will make additional contributions which will reduce the
accrued pension liability at such time as the
obligations of the plan exceed its assets by a
sufficient margin .
The following tables detail the components of
pension expense, the funded status of the plan,
amounts recognized in the Company's consolidated financial statements and major assumptions used to determine these amounts:
De ce mber 3 I,
1992
1991
(In Millions)

C o mponen t s of pensio n expense:

Service cost
Interest cost
Re tu r n on plan asse ts

N et pe nsion cost

$ 5.0
5.7
(6. 1)

(3.5)

(0.5)

$ 5.5

$ 4. 1

$ 81 .2

$ 78.9

Funded stat us of the pe nsio n plan:
Plan asse ts at fa ir valu e

$( 18.3)
$ ( 13. 1)
................... . .

Majo r ass umptio ns:

Di scoun t ra te

8 .5 %

9.0%

-continued to next column
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Rat e of incr ease in co mpensati o n

levels
4.5-8 .0%
Ex pecte d long-te rm rate of re turn o n
plan assets
9.0%

4.5%-8.0%

7. Rentals Under Operating Leases
The Company leases office space and data processing and office equipment under leases which
expire on various dates through 1997 and
thereafter. The following is a schedule of future
approximate minimum rental payments due under
operating leases that have initial or remaining noncancel lable lease terms in excess of one year:
Year Ending
December 3 I,

Basic Rental
Commitments
(In Millions)
... .. ... .. . ... ...

1993
1994
1995
1996
1997
Thereafter

HORIOA

9.0%

$22.8
19.4
12.0
4 .7
1.9
.4
$61.2

$ 5.8
6.6
(3.4)

Amo r ti zati o n o f un recogn ized
am ou nts

Accrue d pe nsion liabili ty

BlUf CROSS

Rental expense for 1992 and 1991 was $24.4
and $22.5 million, respectively.

8. Income Taxes
The Plan and its wholly owned subsidiaries file
consolidated income tax returns.
The 1992 provision for income taxes is $25.2 million. It includes a deferred benefit of $3.9 million
which results from timing differences in reporting
income and expenses for financial reporting and
income tax purposes, primarily contingencies,
claim liabilities and acc r uals for pension costs.
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The Company's effective tax rate of 23 .5% an d
22.3% for 1992 and 1991, respectively, is less
than the statutory rate of 39.5%, primarily due
to the s pecial deduction available to Blue
Cross and Blue Shield organizations . As a
result, the Company is subject to the alternative minimum tax provisions which tax income
at a rate of 23 .3%.
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For regular tax purposes, net operating loss carryforwards of $6.1 million expiring in the year
2003 are available as of December 3 I, 1992.
The Company also has a minimum tax credit of
$39.5 million available, subject to certain limitations, to offset future regular federal tax liability.
The credit results from the payment of federal
alternative minimum tax in 1989 th rough 1992
and may be carried forward indefinitely.
9. Statutory Reporting
The financial statements of the Company
included herein have been prepared in conformity with generally accepted accounting principles (GAAP). The Plan reports to the Insurance
Department of the State of Florida on the basis
of statutory accounting practices excluding subsidiaries and affiliate results. A reconciliation
between the GAAP policyholders' equity and
statutory surplus follows :
December 3 I,
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1992
1991
(In Millions)

Company policyholders' equity
(GAAP)
Less certain asset exclusions:
Net investments in subsidiaries
Accounts receivable, net
Furniture, equ ipment and other

Deferred expenses
Non-admitted assets, net
Additional statutory claim reserves
Additional statutory active life
reserves
GAAP pension accrual
Statutory investment reserve s
Other, net

Statutory surplus of the Plan

2~

$380.9

$296.5

( I 5.5)
(22.6)
(39.2)
(I 1.8)

(7.2)
2.9
(28.9)

(89.1)

(43 .6)

(28.1)

(25.9)

(53.5)
19 .6
(30.3)
9.2

(43 .8)
14.8

$208.7

( I 0.4)

(9.4)

$188.6

0

r

e

C
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s

Results of operations for the years ended
December 3 I, 1992 and 1991 , reconciled to a
statutory basis are as follows :
December 31,
1992
1991
(In Millions)

Company net income on a GAAP
basis
Less subsidia ries ' gains
. . . .........
Plan net income

Additional statutory claim reserves
Additional statutory active life

reserves
GAAP pe nsion expe nse
GAAP additional reserves and
deferred taxes
O t her
Statutory net income of the Plan

$ 81.9
(37.7)

44.2

$ 96.7
(25.8)

(10.1)

(9.8)
4.8

(11.9)

$ 53.4

DuBose Ausley

Henry H. Beckwith

Edward L. Boykin

Retired Executive
Orange Park

President
Ausley, McMullen, McGehee,
Carothers & Proctor
Tallahassee

Chief Exec utive Officer
First Coast Equipment
Company, Inc.
Jacksonville

Chief Financial Officer
Federal Construction
Company
St. Petersburg

70.9

(2.2)

24.9
(8.5)

Helen B. Adams

3.8

1.6

$ 54.3

I 0. Contingencies
In the normal course of its business operations,
the Company is involved in routine litigation
from time to time with insureds, beneficiaries
and others, and a number of such lawsuits
were pending at December 31 , 1992. In addition to routine litigation , there is one suit
against the Company in which a substantial
amount is being claimed . This suit is in the early
stages of litigation.

The Health Care Financing Administration and
the Office of Inspector General of the United
States Department of Health and Human
Services have each sought to obtain information
from the Company for the apparent purpose of
seeking to establish against the Company claims
under the Medicare Secondary Payer laws.

Richard C. Clay, M.D.

Mary H. Cross

Lewis A. Doman

William E. Flaherty

Retired General
Surgeon
Miami Shores

Community Leader
St. Petersburg

Vice Chairman of the Board
Retired Execu tive
The C itizens & Peoples
National Bank
Pensacola

President & Chief
Execu tive Officer
Blue Cross & Blue Shield
of Florida

G. Hunter Gibbons

Victor P. Leavengood

Jan B. Luytjes, Ph.D.

Wallace E. Mathes,Jr.

Chairman of the Board
Partner
Dickinson & Gibbons, P.A.
Sarasota

Retired Executive
General Telephone
Company
Tampa

Professor
Florida International
University
Miami

Financial Consultant
Fernandina Beach

In the opinion of management, there will be no
material adverse effect on the Company's financial position or results of operations resulting
from the aforementioned litigation and claims.
The Company issues a number of products
which are priced in such a way as to generate
income in early years which is expected to be
absorbed by losses in subsequent years. Prior
to October I , I 990, the Company had no
contractual obligation to continue these products or to maintain the current pricing levels.
Accordingly, no liability for policyholder benefits has been recorded in the accompanying
balance sheets for these products .

Joseph G. Matthews, M.D.

Walter S. Mclin, Ill

Bernal Quiros

William V. Roy

Lawrence W. White

Retired Orthopedic
Surgeon
Orlando

Partner
Mclin, Burnsed, Morrison,
Johnson and Robuck, P.A.
Leesburg

President
Geest Latin American
Coral Gables

Retired Executive
Southern Bell
Orlando

Managing Partner
Right Associates
Jacksonville
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Results of operations for the years ended
December 3 I, 1992 and 1991, reconciled to a
statutory basis are as follows :
1992

0 a r d

0 f

0

r

e

C

t 0 f

s

basis
. ··· · · · ·

o has a minimum tax credit of
lable, subject to certain limitature regular federal tax liability.
; from the payment of federal
,um tax in 1989 through 1992
ed forward indefinitely.

GAAP pension expense
GAAP additional reserves and

Additional statuto ry claim reserves

De cember 31 ,
1992

1991

(In Millions)

,rs' equity
$380 .9

:lusions:
subsidiaries
e, net

$296.5

(15.5)
(22.6)
(39 .2)
(I 1.8)

(7.2)
2.9
(28.9)
( I 0.4)

sets, net

(89. 1)

(43.6)

claim reserves
active life

(28.1)

(25 .9)

(53.5)
19.6
(30 .3)
9.2

(43 .8)
14.8

nt and other

$208.7

(9.4)
$188.6

Henry H. Beckwith

Edward L. Boykin

President
Ausley, McMullen, McGehee,
Carothers & Proctor
Tallahassee

Chief Executive Officer
First Coast Equ ipment
Company, Inc.
Jacksonville

Chief Financial Officer
Federal Construction
Company
St. Petersburg

I
I

$ 81.9
(37.7)

$ 96.7
(25 .8)

44.2

70.9

(2.2)

(10.1)

(9.8)
4.8

(11.9)
3.8

Additional statutory active life
reserves

:ements of the Company
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24.9
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$ 53.4

1.6

Richard C. Clay, M. D.

Mary H. Cross

Lewis A. Doman

William E. Flaherty

Retired General
Surgeon
Miami Shores

Community Leader
St. Petersburg

Vice Chairman of the Board
Retired Executive
The Citizens & Peoples
National Bank
Pensacola

President & Chief
Executive Officer
Blue Cross & Blue Shield
of Florida

G. Hunter Gibbons

Victor P. Leavengood

Jan B. Luytjes, Ph. D.

Wallace E. Mathes,Jr.

Chairman of the Board
Partner
Dickinson & Gibbons, P. A
Sarasota

Retired Executive
General Telephone
Company
Tampa

Professor
Florida International
University
Miami

Financial Consultant
Fernandina Beach

$ 54.3

I 0. Contingencies
In the normal course of its business operations,
the Company is involved in routine litigation
from time to time with insureds, beneficiaries
and others, and a number of such lawsuits
were pending at December 3 I, 1992. In addition to routine litigation, there is one suit
against the Company in which a substantial
amount is being claimed. This suit is in the early
stages of litigation .

The Health Care Financing Administration and
the Office of Inspector General of the United
States Department of Health and Human
Services have each sought to obtain information
from the Company for the apparent purpose of
seeking to establish against the Company claims
under the Medicare Secondary Payer laws.

I

I

I
In the opinion of management, there will be no
material adverse effect on the Company's financial position or results of operations resulting
from the aforementioned litigation and claims.
The Company issues a number of products
which are priced in such a way as to generate
income in early years which is expected to be
absorbed by losses in subsequent years. Prior
to October I, 1990, the Company had no
contractual obligation to continue these products or to maintain the current pricing levels.
Accordingly, no liability for policyholder benefits has been recorded in the accompanying
balance sheets for these products.
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Joseph G. Matthews, M.D.

Walter S. Mclin, Ill

Bernal Quiros

William V. Roy

Lawrence W. White

Retired Orthopedic
Surgeon
Orlando

Partner
Mclin, Burnsed, Mor rison,
Johnson and Robuck, P.A.
Leesburg

President
Geest Latin American
Coral Gables

Retired Executive
Southern Bell
Orlando

Managing Partner
Right Associates
Jacksonville
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